The main objective of present study is to examine co-integration and causal relationship between FDI, terrorism and economic growth in Pakistan. The study used annual data for the period 1981-2015.The results show that a negative correlation holds among FDI, elementary school enrollment index (EEI), terrorism and economic growth. Bi-variate Co-integration analysis shows that terrorism events and economic growth are co-integrated. Similarly, terrorism attacks have relationship with EEI and FDI. The Granger causality analysis indicates that terrorism is Granger cause of economic growth. Furthermore, there is unidirectional relationship between FDI and GCF. Similarly, TE have unidirectional relationship with EEI. These findings are also supported by impulse response function analysis. The study suggest that the government should open more schools for children and also should control corruption, unemployment and terrorism to overcome this dilemma. The findings also suggest that foreign investment must be augmented through suitable policies. Improved antiterrorism institutions not only helpful to eliminate terrorism but also have subsequent effect on performance of multinational corporations to get greater benefits of FDI inflow in Pakistan.
Introduction
Economic growth is generally considering as a measuring tool of social welfare. The phenomenon is implicit but exist, by which social welfare increases directly with a positive change in economic growth. This paper focuses on the long run relationship among FDI, terrorism events, human capital and economic growth in Pakistan. This study can be helpful for and workers' remittances are positively related to economic growth. Moreover, the research outcomes show that corruption discourage economic growth directly in Malaysia, Singapore and Vietnam and also indirectly, through FDI inflows in Thailand. Shahzad, Zakaria, Rehman, Ahmed, and Fida (2016) examine co-integration and causality among three main variables namely, economic affluence, terrorism and FDI in a recent research in 2016. As for as the findings are concerned, a very similar results have to be seen that the above three mentioned variables are co-integrated in long run. It is also an outcome of this study, a bidirectional causality between economic growth and foreign investment is present in Pakistan.
Theoretical Framework
Theoretically, terrorism events effect macroeconomic variables, such as domestic income (GDP), foreign direct investment, inflation and educational standards etc. Furthermore, terrorism events adversely disturbs economic growth and progress of a country by increasing government expenditures on defense (Shahbaz & Shabbir, 2012) . The present study has selected economic growth to examine the relation of growth with terrorism in Pakistan. Furthermore, the study starts with the decisive work, neo-classical growth model developed by Solow (1956) . Then study takes Solow's aggregate production by incorporating both FDI and TE. The natural logs (ln) has been taken on each sides of the equation below in order to avert the differences in the units of measurements for the variables, it leads to; logGDP = logα0 + α1log FDI +α2 logTE + α3 logEEI + α4 logINF + α5 logGCF + ε Where: α0, α1, α2, α3, α4, and α5 are parameters to be estimated GDP = Gross Domestic Product FDI = Foreign Direct Investment TE = Terrorism Events EEI = Elementary school Enrollment Index INF = Inflation GCF = Gross Capital Formation ε = Error Term
Data and Methodology
This study uses an annual time series data for the period of 1981 to 2015. All variables are expressed in logs. The data set was obtained from World bank and global terrorism database (GTD). To check for the stationarity series of all the variables in the model, the unit root test was performed. Augmented Dickey Fuller (ADF) and Phillip Perron tests were performed to identify whether all the variables were stationary and to determine the variables' orders of integration. The johansen co-integration was then employed to see whether there exists a long run relationship among the variables. Finally, the granger causality test was used to examine the causal links between GDP and infrastructure. Granger causality test only indicates the direction of causality; it cannot forecast the sign of correlations. Therefore, correlation tests or impulse response analysis needs to be carried out (Granger, Huangb, & Yang, 2000) . Impulse , Vol. 5, No. 4 ISSN: 2226 response function reports the standard deviation change in response variables due to standard deviation change in other.
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Empirical Results
Descriptive statistics of data is used to define the basic features of dataset such as mean, median, and mode are the three measures of central tendency of a random variable (Gujarati, 2004) . The key aspect of descriptive statistics is to present quantitative descriptions of the data in a manageable form like table. Thus, descriptive statistics are estimated for all the variables included in the model. The variable having standard deviations, indicate that violence is highly volatile followed by FDI and inflation. The standard value for Kurtosis of normality is 3 whereas the value of Kurtosis of TE, INF, GCF and EEI are greater than 3 which is a sign that leptokurtic distribution is present in the data. While the values of GDP and FDI are less than 3 which shows Platykurtic distribution. , Vol. 5, No. 4 ISSN: 2226 
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Unit Root Tests
The study used co-integration analysis in order to determine the long run relationship of terrorism in Pakistan with the economic growth, FDI, capital formation and human capital. In order to run the co-integration analysis, the assumption of data stationary should be fulfilled. For this purpose, unit root analysis has been conducted. Identical and independently distribution in data is the basic assumption of Augmented Dickey Fuller Tests. Another assumption is that the value of variance should be constant. Furthermore, Stationarity have been checked at level but the outcome was non-stationary, after taking first difference the required results for stationarity have achieved. The hallmark assumption of johansen cointegration about data of being stationary at same level have fulfilled in the present study. The main test for stationarity ADF is considered as a strict test was the main reason to avail an opportunity to use Phillip Peron Test as a substitute. The results showed that at first different the data has vanished its non-stationarity and become stationary. , Vol. 5, No. 4 ISSN: 2226 
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Co-integration analysis
Co-integration analysis is inherently multivariate, as a single time series cannot be co-integrated subsequently, consider a set of integrated variables. However, co-integration does not say anything about the direction of causality (Hendry & Juselius, 2001 ). Table 5 reports the result for multivariate co-integration analysis for all the series. The results of present study depict that a long run relationship among gross domestic product, terrorism, capital formation and elementary school enrollment index and foreign direct investment can be seen. According to the result linear combination of all these series shows long run relationship. , Vol. 5, No. 4 ISSN: 2226 Table 6 shows the result for Bi-variate relationship of terrorism with gross domestic product, foreign direct investment, capital formation and elementary school enrollment index. For the , Vol. 5, No. 4 ISSN: 2226 Bi-variate relationship between terrorism and gross domestic product, the trace statistic value is higher than the critical value implying that terrorism and economic growth are integrated in the long run. Similarly, the trace statistic value is higher than the critical value in the Bi-variate relationship of elementary enrollment index and foreign direct investment implying that elementary enrollment index and foreign direct investment are integrated in the long run. In the same way, result for Bi-variate relationship of terrorism with elementary enrolment index have the trace value more than critical value showing that both are long run integrated. However, the results depict that terrorism is not integrated with the capital formation and inflation. , Vol. 5, No. 4 ISSN: 2226 Granger Causality In the above table the earliest column displays the null hypothesis for possible rejection at different significance level. Whereas second shows F statistic and third columns indicate probability value. According to the probability values reported in table the statement having a probability value less than or equal to 0.10 may be rejected as the null hypothesis. Based on probability value, we can reject null hypothesis, i.e. the value of terrorism event does not , Vol. 5, No. 4 ISSN: 2226 Granger cause GDP is 0.08. It depicts that terrorism events granger cause economic growth. There is unidirectional relationship between terrorism and GDP. Similarly, terrorism events have unidirectional relationship with elementary school enrolment index. The probability value for the null hypothesis, i.e. Terrorism events does not Granger Cause EEI is 0.03 suggesting that terrorism events have a substantial effect on EEI. Because terrorism badly affected the educational institute in the form of threat may cause decrease the value of EEI. Null hypothesis as FDI does not Granger Cause capital formation has probability 0.01 implying that FDI has impact on capital formation. Furthermore, Capital formation is positively related to foreign direct investment. A part of additional FDI inflows is used for capital formation, e.g., in a sale contract the main component is privatization with a capital formation (Krkoska, 2002) . Similarly, there is also a unidirectional relationship between capital formation and EEI.
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Impulse response function
Results of impulse response function shows that education level shows positive deviation in response of gross capital formation and negative deviation in response of terrorism events. Gross domestic product shows positive shocks to gross capital formation and negative shocks to terrorism events. Response of gross capital formation is negative to inflation and terrorism; whereas, positive to gross domestic product and foreign direct investment. Similarly, gross capital formation is negatively deviated by inflation and terrorism; whereas, positive to education, gross domestic product and foreign direct investment. Moreover, response of inflation is also negative to terrorism events while terrorism shows negative response to all other variables.
Table 8 Impulse response function analysis
Conclusion
This paper aims to investigate the causal relationship between FDI, terrorism events and economic growth by incorporating capital formation and elementary enrollment index as potential variables in the period of 1980-2015. Pakistan has suffered huge losses in terms of human losses and economic losses due to terrorism in the recent past. Most of the studies focusing on the foreign direct investment, education and gross domestic product has analysed their relationship by ignoring the economic consequences of terrorism. This study fills this gap by incorporating the role of terrorism in the economic indicators of Pakistan. Results show that all of these indicators are negatively associated with the gross domestic product, capital formation, and foreign direct investment in Pakistan. In addition, education level also showed negative association to the terrorism events. These results highlight that mere investigation of economic indicator may not suffice to provide the evidence on current economic situation.
